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TAGS: ETRD, CA, EIND 

SUBJECT: GOC TO STUDY AUTO INDUSTRY 

1. SUMMARY: CANADIAN AMBASSADOR INFORMED DEPARTMENT 
JUNE 15 THAT GOC WILL UNDERTAKE A STUDY AIMED AT DEVELOPING 
A "BALANCED AND INTERNATIONALLY COMPETITIVE AUTOMOTIVE 

INDUSTRY." INCONCLUSIVE DISCUSSIONS WITH MAJOR AUTO 
MANUFACTURERS REGARDING BALANCED GROWTH IN THE NORTH 
AMERICAN MARKET HAVE PROMPTED STUDY. GOC MUST TAKE SOME 
ACTION DUE TO POLITICAL SENSITIVITY OF ISSUE BUT DOES NOT 
CONTEMPLATE RENEGOTIATION OF THE AUTO AGREEMENT. END SUM- 
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MARY. 

2. CANADIAN AMBASSADOR PETER TOWE CALLED ON ASSISTANT 
SECRETARY JULES KATZ JUNE 15 TO ADVISE THE USG THAT THE 
CANADIAN GOVERNMENT WILL ANNOUNCE JUNE 16 A STUDY ON THE 
COMPETITIVENESS OF THE CANADIAN AUTOMOTIVE INDUSTRY. 
SUBSTANTIAL INVESTMENTS PLANNED BY THE MAJOR US AUTO 
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MANUFACTURERS TO COMPLY WITH EMISSION AND EUEL-EFFICIENCY 
REGULATIONS AND A SERIES OF "INCONCLUSIVE DISCUSSIONS" 

HELD WITH THE MAIOR AUTO COMPANIES TO ASSURE "BALANCED 
GROWTH IN THE NORTH AMERICAN MARKET," HAD PROMPTED THE 

STUDY. S.S. REISMAN WILL CHAIR THE STUDY, SCHEDULED FOR 
COMPLETION BY THE END OF OCTOBER. 

3. AMBASSADOR TOWE MADE FOLLOWING POINTS: 

A) HIGH POLITICAL PROFILE OE ALLEGED INEQUITIES UNDER 

THE AUTO AGREEMENT, PARTICULARLY IN THE LIBERAL STRONGHOLD 
OF ONTARIO, HAD FORCED THE GOC TO DO SOMETHING-OR APPEAR 
TO DO SOMETHING-ABOUT PARTS DEEICIT AND INVESTMENT. 

B) INVESTMENT INCENTIVES OFFERED AUTO COMPANIES BY US 
STATES AND LOCALITIES ARE EXACERBATING CANADIAN DIFEICUL- 
TIES IN SECURING NEW INVESTMENT BUT DID NOT PRECIPITATE 
THE STUDY. THE GOC WILL CONTINUE TO ANALYZE THE EEFECTS 
OF THESE INCENTIVES ON POTENTIAL INVESTMENT IN CANADA. 

C) THE GOC DOES NOT CONTEMPLATE RENEGOTIATION OF THE 
AUTO AGREEMENT. NOR DOES THE GOC CONTEMPLATE THE REISMANN 
STUDY CONCLUDING THAT RENEGOTIATION OF THE PACT IS 
APPROPRIATE, BUT IT CANNOT PREJUDGE THE STUDY'S CONCLUSION. 
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4. AMBASSADOR ALSO PROVIDED DEPARTMENT WITH "TERMS OF 
REFERENCE" FOR STUDY AS CONFIDENTIAL GOVERNMENT-TO-GOVERN- 
MENT DOCUMENT. TERMS OF REFERENCE ESSENTIALLY GIVE 
REISMAN BROAD AUTHORITY TO INVESTIGATE ALL ASPECTS OF THE 
CANADIAN AUTOMOTIVE INDUSTRY IN CANADA, IN THE US, AND 

IN THIRD COUNTRIES. TOWE ASSURED KATZ THAT ANY CONTACTS 
WITH THE USG RELATING TO THE STUDY WOULD BE PROCESSED 
THROUGH USUAL DIPLOMATIC CHANNELS. 

5. KATZ RESPONDED THAT STUDY IN ITSELF WAS "UNEXCEPTIONAL" 

BUT THAT USG IS CONCERNED ABOUT THE POLI- 
TICAL SITUATION WHICH PROMPTED THE STUDY. IN RESPONSE 

TO QUESTION FROM AMBASSADOR, KATZ AGREED THAT THERE 

MIGHT BE CONGRESSIONAL QUESTIONS REGARDING THE STUDY NEWSOM 
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